0CT 0¢ 1988

Dear Sir or Madanm:

We have considered your application for recognition of exemption from
Federal income tax under section 501(c)(4) of the Code 25 a social welfare
crganization.

The information submitted shows that you were incorporated under the
non-profit, non-gstock laws of the State of -

As stated in vour Articles of Incorperation, your purpeses are to provide
for maintenance and preservation of residential lots and common areas and
to promcte the health, safety and welfare of the members of | NG

The Declaration Coveranis, Conditions and Restrictions describe the
architectural restrictions fur the type of buildings and utilities that
may be used thereon. The Dselaration alse indicates that only owners of

iots in I ::: resbers of the Rssociation.

Your primary activities consist of maintaining the private road and sides
of the road, vhich serves the | rrivate subdivisio., by mowing
the shoulders during grass groving scason and scraping snov cff the recad
during snow seaszon.

Your income is derived from membership dues, possibly combined with
assessments, as deemed necessary. DBxpenses consist of office supplies.

Section 501(c) {4} of the Code provides for the recognition of civic
leagues or organizations not organized for profit but operated exclusively
for the promotion of soogial welfare.

Section 1.501(c) (4)-1(a){2) (i) of the Income Tax Regulatiocns provides that
an organization is operated exclusively for the promection of social
weifare if it is primarily engaged in promoting in some way the conmon
good and general welfare of the people of the community. An organization
epbraced within this section is one which is operated for the purpose of
bringing about civic betterments and social improvements.
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Revenue Ruling 72-102, 1972-1 C.B. 149, states that a non-profit
organization formed to preserve the appearance of 2 Lovsging development
and to maintain streets, sidewalks and counon areag for use of the
residents is exenpt under section 501(cj}(4) of the Codz. Henkership is
required of all owners of real property in the development and assessments
are levied to support the organization's activities. It was held that by
maintaining the property normally maintained by municipal government, the
organization sarvad the common good and general welfare of the people of

the compunity.

Revenue Ruling 74-99, 1974-1 C.B. 131, rmodified Revenue Ruling 72-102,
supra, by stating guidelines under which a homeowners association could
gualify for exemption under section 50iicj (4) of the Code.

These guidelines are:

1. Th: organization must serve a “community" which bears a
reasonable, racognizable relationship to ar area identified

as governmental;

2. It must not conduct activities directed to the exterior
maintenance of private residences; and .

3. The common areas or facilities must be.for the use and
enjoyment of the public.

This Ruling reads in part:

"A comnunity within the meaning of section 501{c) (4) of the Code and the
regulations is not simply an aggregation of homeowners bound together in a
structured unit formed as an integral part of a plan for the development
of a real estate subdivision and the sale and purchase of homes thereain.
Although an exact delineation of the boundaries of a "community"
contenplated by section 501{c){4) is not possible, the term as used in
that section has traditionally been construed as having reference to a
geographical unit bearing a reasonable recognizable relationship to an
area ordinarily identified as a governmental subdivision or a unit or

district therzsof."

One of the purposes of Revenus Ruling 74-99 is to preclude recognition of
exemption of homeowners' association that serve a private rather than a

public interest.

Based on the infornation submitted and the applicable law cited above, we
conclude that you are primarily organized and operated to provide services
for the personal bensfit of your members and not primarily for promoting
in some way the common good 2nd general welfare of the people of the
compunity. Therefore, you do not qualify for exemption from Federal
income tax as an organization described in section 501(c¢) (4) of the Code.




in accordanca with this determination vou are reauired to file Federal
jweom® tax returns. Your attantion is callad to sechion %28 of the
tnternal Revenuz Coldsz which provides certain procedures bv vhich
mualifving homeowners associations may elect to be trzated as a tax exempt
organization. This ssction of the cede was included in the Tax Reform Act
of 1976. If you determine that you qualify under section 52, vou must
file Form 1120H. I you determine that vou do not gualifv under section
534, you nust file corporats tax return Form 1120.

If you <o not accept our findinas, we recommend that you request a
conferance with a member of our Recional Office of ZAppeals. Your request
for a conference should include a written appeal aiving the facts, law,
and any other informaticn %o suntort your position as explained ir the
srnelssed pPublication B892,

You will then be contacted to arrange a date for a confsrence, The
conference may be hald al the Regional Office or, if you reguest. at any
mutually convenient District office., If we do not hear from vou within 30
days of the datz of this lzttar. this determination will bscome final.

District Pirector
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